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1. Irosvom of the Conference,
19 July 1954, 0900 hra, &, General report: Influence of the New Course on Hungary's
. trade with the West,
Speakers ldsz1{ Hay, Minister of Foreign Trade,
", General problems of Hungary's foreign trade. Antiolpated

problems on the Western market,
Speaker: Bdla Szild;;i, Chief of Division IV (Interstate
Division). .
19 July 1954, 1500 hrs, Agricultural import and export problems.
] Speakers Tibor Barabas, Section Chief[;
25X1

Export and import problems in the light industry.
Speaker: DezsB Lantos, Chief of the Light Industrial
Division,

20 July 1954, 1500 hrs.

21 July 1954, 1700 hrs, Export and import problems in the heavy industry.

Speaker: Je Incze, Deputy Minister of Foreign Trade.

22 July 1954, 0900 hrs. Conference with prominent industrial leaders.

[See paragraph 3 for the roster of those who were invited:]

a. Exchange of experience8in regard to the functioning and
management of trade missions abroad.

23 July 1954, 1500 hrs.
b. Discussion of problems from the following viewpointss

(1) Informative tasks,market and political reporting,
Discussion leader: Ddnes loerinci.
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(2) Relations with the host countries.
(3) Interstate negotiations

(4) Relations with Hungarian traveling sales
representatives

(5) Management, internal affairs, relations with
other Hungarian foreign-service personnel

(6) Relatioms with the Ministry of Foreign Trade

(7) Staff (Kader) problemss Training, political
education

(8) Marketing problems

(9) Propagande

26 July 1954, 1500 hrs. Schedule of Foreign Trade Missions.
2. Sumary of Speeches and Digcusgions.

a, 19 July 1954, meeting beginning at 09003

(1)

(2)

(3)

(4)

Minister Lészl4 Hay stated that in order to develop foreign trade it is
necessary to establish the prices of export goods with a long=term validity.

The Ministry of Foreign Trade will consider easier terms of pesyments for buyers
of Hungarian products in the future, but only on so~celled "capital investment
goods" = (Beruhdzdsi javek)

The minister requested that the members of the conference should strive to enter
into general sales contracts which would bind the purchaser to the procurement
of Hungerlan goods over & period of several yearse. Such general contracts
would facilitate the planning of production.

Pinally he informed the audience that the Ministry of Foreign Trede will nit
objeot to "clearing deals" involving several partles in Western countries.

b. Bbla Szildgyl, Chief of Divislon IV (Interstate Division) made comments on the
following subjectas

(1)

(2)

(3)

Agricultural Tmportg: Hungary must import agricultural goods for the lmprove-
ment of its agriculture. (Seeds, fertilizers)

EWME; Hungary has insufficient
orders on hand to secure the continuity of production of diesel motorcars and
steam locomotives, If such orders are not secured before the end of 1954 in
sufficient quantity, the Ganz and Mavag Works might be forced to lay off part
of their working force. This would not only result in serious material losses,
but a very serlous loss of prestige for the workers.?

The policy of the Hungarian Government 1s that the country should not became &a
debtor of colonial or semi-colonial countries because of the danger that the
Govermment might become a propagenda target of Capitalist countries for
exploiting "dependent" countries.

W S ///’j‘

(5)

Hungarian export trade is facing increasing difficulties. Capitalist countries
have slowed down their purchases and Hungary is forced to sell more and more 25X1
goods on credit terms.
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(6) Hungarian foreign-trade missions will be strengthened with industrial
specialists in the near future.

(7)

(8) Foreipn-trade commissioners were encouraged to widen thelr social contacts
with officisls in host countries as well as with private individuals. Such
contacts and conversations should be regularly reported, 25X1

(9) Export of consumer goods must continue in spite of thc projected increase of
internal consumption, if for no other reason than to retain the market thus
far secured (as for instance textile goods). Tho shortage thus created in
Hungary will be filled, at least in part, by imports from European countries.

(10)
(11) The foreign=sales representatives of foreign nationality still existing in
nd in other iscarded, Hungary cannot afford
gitors from firms tho might come here
to conduet industrial esplonsge. 25X1

(12) while one should strive to reduce Hungary's indebtedness in West-European
countries, one should take advantage of available credlts whenever possible,

(13) A whispering campaign in regard to the lack of continulty and avallability
of spare-part deliveries for Hungarian-made mechinery might greatly harm the
Hungarian export trade, Thus it is important that the supply of spare parts
in proper qualitles and quantities be secured.

(14) The Ministry of Foreign Trade is lacking the proper staff (Kader)., There is
o shortage of linguists, The technicel representatives lack commercial know-
ledge and have to be educated while on the job abroad, 25X1

(15) Szi1égyl also decried the poor coordination between State enterprises, the
ministry, the trade commissioners,and the traveling sales representatives.
Even within the divisions of the Ministry of Foreign Trade, coordination is
poor and an appropriate reorgenization is ocurrently in progress. 25X1

(16) Hungary plans to increase the mmber of its exhibitions in internetional
trade falrs, 25X1

(17) "A new working style is needed, 'Slownees! must be liquidated."

Ce m Commercial Attachd emvhagized the importance of the trade
commiseionera’ oritical comments concerning the performance of national enterprises.
Through such oriticism the quelity of the products and the production management#
could be improved; the timely and proper shipping of finished gocds could be secured,

de 20 July 1954, meeting beginning at 1500, The speaker Dezs8 Lantos, Chief of the
Light Industrial Division declareds

(1) Due to the lack of "capital goods investments" during the recent years, the
1light industry wes frequently unable to match old established qualities.

(2) 50% of cotton goods produced in Hungary were exported,

(3) Radio sets were exported in spite of inferior quality. Such practices will
harm the Hungarian export program. 25X1

(4) Tt is important to maintain the level of export in light industrial goods
(primarily consumer goods) until heavy industrisl items can be introduced on
export market to replace the loss which is bound to come with the decrease of
exportable consumer goods.
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(5) The western market received 4in 1952, 31 percent of the total light industrial
export. The figure was 36,2 percent in 1953 and 36 percent in 1954,

(6) The policy of the ministry is to increase the value of the export volime
through the exportation of items requiring more in labor and less in materisl,
The industrial managements are not knowledgeable in regard te marketing
possibilities abroad, Tt is the task of the trade commigsioners to furnish +tha
necessary knowledge, 25X1

(7) Bungarian fore no determined "export profilet,|
The production of export articles is unstable, 55y ¢
ance, rerunion’ reduced drastically the mumber of articles available

for axport because many, such as sheet glass, cannot be produced in sufficient
quantities, The production capacity of electronic instruments renains unex:-
plolted. The export of better-quality radios should be ingreased, Hungarian
telephone sets are in need of modernization, Electroimpex® has no competent
sales force abroad, The sales propaganda of Ferunion ig insufficient, The
sale of embroidered blouses has strongly decreased; this 1s not an article whieh
should be subject to changes in fashion, Export of special Hungarian artisan
products need:: to be increased,

(8) The industrial enterprises should give more attention in their production
planning to the needs of the export trade. The endeavor on the part of the
industrial enterprises to produce primarily quantity in order to fulfill their
production quotas, as fixed by the Office of Planning, 1s definitely detrimenta’
to forelgn trade,

(9) Hungerien stocks of imported raw materials are low, Lumber imports from Czesho .
slovakia and Rumanie have decreased and the imports from the West have inersaned
five times (sio) during 1953-54, Leather purchases should be spread to sevi..w.t
countries and not exclusively to one or two countries,| : 25X1

the chemicals and the ray leather separately, The import of synthetic textile
fibers must be maintained, An increase is planned in the import of raw Jute,

The following corments were made after Lantos! talks

Szantd (i),  believed to be chief of a section in the Agricultural Division of
the Minlstry of Foreign Tradet A roster should be prepared on the import materials
which are to be used in the production of consumer goods for the peasantry so that
trade missions could glve preference to these items,

- - | Bungary's foreign customers camnot 25X1
%@end on Hungarien State enterprises, The latter attempt to sell what they have and
have no interest in what the customers want,

25X1

Labore (fu): 1n cases of import difficulties the trade commissioners should strive

to arrange "Jobbing" agreements; Mungary would process the raw materials for a foreign
customer if it is paid in raw materials, The Mungarian trade missions not only do not
roecive cooperation on the part of their Czech counterparts, but they find that the _
Czechs actually hamper it; 1.e. agreement vlolation between Centrotex and Hungarotex, %

| In cases where missions know of buyers who are after merchandise 25X1
n

-_—

vhich they cannot subnlt offers but in which the Hungariang can, they will not
Tecommend Hungary to the customer and will not even mention the business possibility
to Hungarian officials, - Hungarian products are often Judged 25X
in a political light, If the quality of any item is not up to par, 1t g "Comnunigte
produced trash",
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Grygrgy Ara.to’, Chief of the Section for Compensations: Trade cormissioners should
report on the buslness transactions of other countries, Hungary should consider
representing the business interest of some other countries in certain areas. There
are situations when the mission of a third country is not admitted to the host country,
We could represent the interests of that third country,

6, 21 July 1954, meeting beginning at 17003

(1) Jend Ineze, Deputy Minister of Foreign Trade,stated that 40 hercent of the botal
Hungarian export is contributed by the Heavy Industry, Before World War IT the
contribution was 208, Less than 10% of all exports go to western markets,
vhereas 1/5th of the imports come from the West. Ceuses for the inadequate
foreign trade ares

(a) Lack of trade-craft. Only trade specialists are capable of furnishing
competent special information and not the trade commissioners,

(b) Weak network of sales representatives abroad

(¢) Slowmess in the sutmission of offers

(d) Too long delivery terms 25X1

(e) Bad price policy
(£) Bad commercial policy (terms of peyment)
(g) Delays in the conclusion of business deals

(h) Inadequate preparation of traveling sales representatives, (Not equipped
with complete information, badly timed visits to customers, ete,)

(1) Obsolete types of merchandise
(1) Lack of references
(k) Delivery delays

(2) |:| countries have reduced their demand for Hungarian goods in heavy industry
because, 1ike Hungary, they too have reduced their capital investments.,9 The
heavy industrial export plan for 1954 should give priority to machine tools
(Szerszdmglpek). Rungary is in 10th or 1lth place in the world in regard to
the export production of machine tools, Prior to World War II Hungery had
hardly any machine-tool production, Today there are 50 to 60 types of Hungarian-
produced machine tools on the world market,

(3) Hungarien tractors are not of a new type. However, it requires 1ittle mechanical
know-how to handle them, The trade caumiseioners were not informed that there
1s an export capacity in tractors and that there will be one in 1955 and 1956,
The type of tractor used by Hungarien agriculture is of somewhat lower horsge-
power than thoge earmarked for export. :

(4) There will also be an export capacity in combines,i®

(5) Metalinpex 11 brought something new into the roster of Hungarien export items: 25X1
rollingsmill products. Hungary should be able to sell motor trains
- | in addition to machine tools, There is no need to force 25X1
the sale of items produced in series, There is a greater chance in bidding
individual items, In concentrating on the production of individual items Hungary
can rely on a universally trained body of engineers. In such individual items
Hungary is favored by a less competitive market; thus she has a greater chance
of success, In 1955 Hungary should be able to supply for export purposes dunpers,,
complete hydropower plants, pumping stations, ore=processing nachinery, and
railroad freight cars,
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(6) Thermo-power plants will be produced for internal congumption only. Hungary
does not wish to export trucks,

(7) Hungary has on hand orders for 45000 autobusses. Most of these ars from
Orbit countries,

(8) Hungary has plenty of skilled technicians and engineers; thore are twice as
many available as the plants could absorb, Thus scme could be used as traveling
consultants to support salesmen. There is & need for a corps of salesmen with
technical background so that Hungary will be able to offer more services, such
as technical assistance, planning, installation, and bresk-in training,

(9) Most of the German cement factories are located in East Germany; these are ready
to cooperate with Hungary, .

(10) Hungary can provide references: She has exported thus far more than 1,000 loco-
motives and is in 2nd or 3rd place in the world /not specified in what respeetj..
Floating derricks: They are a Hungarian invention, Coaches exported to the
Soviet Union are regarded as the best there,

(11) Because the heavy industry in Hungary was, in the postwar period, over~burdened
with too grest a work load, the planning staff beceme camplacent,

The following comments were made after Incze concluded his talks

Béla Szildgy1, Chief of Division IVs In Poland the Polish sales organizations assumed
in same cases the sales representation of foreign firms, The example is worth considering,

Jen5(?) Solt, (Technoimpex): Most of the Hungarian machine tools are obsolete in type.
Hungarian tractors can only be sold to places where they have not been sent before,
People who bought them before will not by again,

fo 22 July 1954, conference beginning at 0900:

Discussion Leader: Idsz1d Varga, Section Chief in the Division of Light Industry

SECRET-U.S.OFFICIALS ONLY
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Mrs, Vilma Hay, official of the Kultura Publishing Firm: Without ultra-high=-frequency
radios Hungary will lose its export market in radios.

Ferenc Mdszdros: The electric current meters are too bulky and heavy medical injectors
are not of ruste-resistant gteel; the pumps are getting stuck.

Edmund Kallési Tl;:e electric ourrent meters are not rroperly calibrated,

Léderer (fmu) (Orion Radiok Ultra-high-frequency radio will be available for export
in 1955. Radio production is now at 200,000 sets a year, Prior to World War IT it
was 70,000,

Unidentified Electroimpex representatives The electric industry did not receive money
in the past for capital investments because it was classified as light industry,
Now it receives no money because it is regarded as heavy industry,

Vindt (fmu): Current production of thermoflasks is 550,000 a year, Production could
be increased to 900,000, The inset is manufactured at Tokode Since June the factory
produces baby thermoflasks in 3//~1iter siges,

Karoly Havas, Deputy Cammercial Atte.chJ, Irans Bungary cannot deliver sewing machines
because of the "matrica" (sic), 25X1

Bdla Sz11dgyis Prior to "liberation" the sewing machines were assembled from foreign-
made pmﬂo

Boros (fru)s The cotton qualities supplied to factories varied greatly in the past,
This year, it is for the first time that the factories are supplied as requested,

Somkuti (fnu): The textile export suffers mainly from the following three evilss

a) Pleces are not Aslivered in standard length, (Too many odd sises.)

b) Improper packaging 25X1
c) Delay in delivery

(d) Raw stooks are low,

Maracska (frm), Chief of the Heavy Industrial Divisions
(2) The Mavag factory fulfills only 60% of its obligations toward the Soviet Union,

(b) The "Prototype Committee"  passing Judgement on new.machine models_] 1is lacking
in courage needed for decisions, A hydraulic locomotive suffered three-year
delay in production because of the indecisiveness of the camittee,l2

(o) The Ministry of Foreign Trade received an allocation of 30,000,000 forints for
1954 for the purpose of supporting factories which produce for exports in the
foundry and heavy machine industries. A mmltiple of that sum 1s expected to be
allocated in the year of 1955,

8 23 July 1954, discussions beginning at 15003

(1) Béla Sz11dgyits statement in regard to the weakness of "Cadres" (Kdder) was
re-emphasized, Complainte were volced that the young proletarians appointed
to foreign=trade missions beccme complacent, lazy,and elannish (rangkorsdg),
They do not show sufficlent interest to supplement their education, It was
proposed that traveling sales representatives should take along young candidates
on their trips and train them in order to secure replacements as needed,
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(2) m regard to the relations of the trade-mission members to the members of their
legationg it was stated that the situation leaves much to be desired, Legation
personnel, in many insteances, look down upon trade commissioners and refer to
them privately ag "Kupecek” (horse dealers).

Istvin Palds, Commnist Party Secretary within the Interstate Division, decried the
fact that migsions are understaffed, appointees have insufficient training, and sup-
port is not forthecoming from the ministry,

Povinyeo (fnu): During 1953 the situation improved mere than in the previous thres
Yoers, There are at present 28 individuals in trainings of thegse 1N are from ths
"technical cadre" (mflazaki kdder), When newly trainéd persomnel aye ready to be
sent out i1t 1z hoped that all foreign natlonsls can bs dismissed from the employnent,
of the trade misaions.

Kuhejda (fnu)' (Shipping specialist)sRevealed in the course of the discussion that
the foreign shipping firms K,L, Rzal and Netrabur wers handling Hungarian shipments
abroad,

26 July 1954, discussion beginning at 15003

Jdnos Myerges: Section Chief, in the IV (Interstate) Divigions Trade commissioners
were werned. that in cage they discuss confidential matters with friendly officials
such discus.ions should always be private with no other friendly official present but
the one dlrectly concerned with the matter,

Péter Veres, (Not identieal with the Peagant Party leader): Trade cammissioners wers
encouraged to retein cordial relations with the officials of the host country, espe=
cially with those in charge of visas, of currency controls, and of importeexport lice:n.
sos, .

\

xlroly Havag, Deputy Commercial Attachd, Iren, advised that socisl contect with re=-
pregentatives of the West be kept within the framework of larger receptions,

Edmund Bhllo’a, Commercial Attachd, Egypt, remarked that contect with Capitalist mig=
'sions is not advireblé 1f the initistive is with the Cepitalists, because they are
likely to have scme dark schemes when such contact ig initiated by them,

Oylrgy Fehér, Cammercial Attaché, Switzerland, stated thet Soviet officials are usually
very reserved at the onset of social contacts,

In the opinion of Nyerges it is agt wrong to retein friendly relations with West Euro-
peen diplomats in colonial or semi-colonial countries.

Istvan Pa.lés, Commmnist Party Secretary within the Intergtate Divisions The learning
of a foreign language is wita) . The mission chiefs should determine which is the

language needed. The cost of 4% hours of language training per week will be re-im-
bursed by the ministry,

Perenc Mbgzaros: We shouis be careful, however, not to hand a "Potapova" into the
hands of the Capitalists.

25X1
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3. Rogter of Indugtrial Leaderg.

Following is the roster of industrial leaders invited to the conference of 22 July 1954,

at the Minigtry of Foreign Trade,
a, Light Indugtry:

(1) United Incendescent (Egysstilt Izzé,
formerly Tungsram)

(2) Roentgen Eguipment Factory
(3) Ganz Electric Current Meter fectory
(4) Telephone Factory (Telefongyér)

(5) Orion Radiator Factory
(6) Kontakta Electrical Equipment

Factory

(7) Thermosflask and Glass-industrial
National Enterprise

(8) Cooperative of Msdical Instrument
Produgers (Orvosi Mlszergydrtd
Egyestilet or OMES)

(9) Cottonworica Mansgement (Pamutipari
Igazgetoshg)

(10) Goldberger Works

(11) Duna Shos Factory

(12) Rékosi Works, Sewing Machine Plant
(13) Rdkoai Works, Bioyole Flant

(14) Rubber Works Lﬁuggyantaa'rugyirﬂ
b, Heavy Industry:
(1) Red Star Tractor Works

(2) RAXosi Works, Motorcycle Flant

(3) Mavag Locomotive Flant

Approved For Release 2007/10/19 : CIA-RDP80-00810A005200460003-4

Fatonex (fnu),Menager
Vasziliy (fnu),Chief Engineer

Endre Uhereczky, Chief Engineer
Tibor Selld, Mansger

Pl (7) Smabc, Menager
Bednar, Chief Engineer

K¥rBs ’fnu;, Yenager
Szelte (fmu p Chief Engineer

Skarbe. (fnu)yChief Engineer
Konez \fnu), Superintendent

Vindt, (fnu) Chief Engineer

Pelerdi, (fnu) Chief Engineer

Elemér Boros, Manager
Hartai, (fnu) Manager
Kelemen (fnu),Chief Engineer

Jénos Deutsch, Manager
Lehman, (fnu) Chief Engineer

Horvet, (fnu)

Dorozami, (fnu) Manager
Porponai, (fnu) Chief Engineer

Gyulai, (fm;) Munager
L4sz1d Forro, Chief Engineer

Frochl, fnug Manager
Mlotls, (fnu) Chief Engineer
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(4) Derusz Works Zerkovice (fnu), Chief Engineer
Szuce (fnu), Manager

(5) Gy8ri Weggon (Railroad Car) Works Bertalan Lakatos, Manager
Vadag (fnu),Chief Engineer

(6) Gsepel Autamobile Works Mdszdros (fnu), Menager
Rejt8 (tnu)yChief Engineer
(7) Rékost Works, Machine Tool Plant Elmdn  (fnu), Manager

Horgoe (fnu), Chief Engineer

Repregentative of the Party Committes
of the Minigtry of Foundries and Machine
Industry Andrds Keszei

Represen‘bative of thﬁ Office of Pla-nning ®e000000000ec0essoe

Comments Prior to the conference only one Western country weg permitted
to participate in each "clearing deal! at any one time,

w: Unconfirmed reports indicate that gince the conference

Hunge celved large orders for rolling stock\

’—bcmment: Source was not sure whether +hae nercentages given related to the
total of light industriel expoarts or to ansther topie,.

mﬁ' State trading campany for products of light industry, ine
v ng technicel goods, such &ss ‘tools and hardvare,

Comments State trading compeny for electrical goods and precision
1nETIUmenta,

Comments The Hungarian Government ourrently endeavors to gain faver with
the peasantry,

Comment s Czechoglovek.and Hunparinn State trading camponiea
in textile goods,

¢ Within the Orbit countries the economic balance cannot be regained,
Comments Due to the "New Courge! many "kolkhozes" were broken up into
smaller private unite and therefore less combines will be needed than originelly
envigaged,

Comments State trading company for the export of metal goods and the
import of raw materialg for the metal=goods industry,

Comments Everyone in Hungery ghirks respongibility becsuse of fear of
punighment in cage of e faulty decision.

Comments "Potapova! ig a Russian=ianguage book which speaks about the use
of tanks in one of the early lessons. Thus the book contradicts the current 'peace
propagende,
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